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closely approxima~ the TSUUC~ contained. in the MfA for priciD.& of local

-intercounecboll services during 1996. The Panel also proposes that should a determination ~

reached by tins CoTDTrrission on the TSLlUC stUdies pending In Case Nos. U-11155, U-l11'6 and

AmeritechAdvice No. 2438B to suppott different pricing conchisions for services addressed in this .

proceeding, it would be appropriate to reflect these. altered prices in the parties' intercODllectiOD

agreement. Further, should a new pricing proceeding before this Commiwon occur next year,

amended iDteramnection rates may agm be incorporated in the subject contract. The·FCC originally

intended to define its costing methodology more closely and review its adopted proxies in another

proceeding early next year. This (W 790, 835 and 1055) may in nun create the need for tiuther state

proceedings as wen. A state proceeding still may be appT'opriate either in response to tiuth~

specifjcati~nby the FCC or the courts ofpricing rules under theA~ or in response to a request ~y

providers foT' altered interconnectioD rates under the just and reasonable language aPplicable under

the MTA after 1996. In any case, the Panel believes that these pOSSIole changes should be

anticipated. TSLRIC-based rates adopted. in this proceeding should be adopted as interim rates and

should be amended in compliance with new pricing proceedings at the federal or state level slioilld

these occur next year. A further discussion ofthese issues follows.
,

In its Order, the FCC determined that TELRIC plus an allocation ofcommon and joint cost

was the appropriate price for interconnection, unbundled network elements and collocation. In

calculating its prices, AT&:T utilized previously developed Ameritech TSLRIC studies adjusted 'to

include OT remove; dependiag on the services, CODIIIlOD and residwd coStS as weB as to restore the

TSLRIC stt:tdy assumptions to those used when Ameritech studies it own retail services. Ameritcch,
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on the other hand, totally recalculated costs based on its interpretation ofthe TELRIC approach

adopted by the FCC. The questions thus &c:ing the Panel are twofold. F~ is TELRlC significantly

different than TSLRlC? And second, were the cost studies submitted a. proper reflection of

TELlUC?

According to the costing principles adopted by this Commission in Case No. U-I0620, joint

costs are considered part ofTSLRIC whereas common costs are not. Michigan's cost methodology
,

is applicable to DetwOrk c:lements (as opposed to services) and is therefore also consistent with a

TELRIC methodology. Neither methodology is based on a rate base procccdiDg which is prohibited

by the Act. Both methodologies include profit as permitted by the ACt. IfTELRlC includes both

joint and cormnon costS and TSLIUC includes only joint costs, then essentially, the only significant

difference betWeen lELRIC and TSLRIC should be the inclusion ofcommon costs.. By adopting a,

TELRIC approach in pricing unbundled n~twork elements. the FCC determined that the recovery of

common costs is a costing issue as opposed to a pricing issue as is the case under Michigan's

TSLRIC approach. Beyond common co~ the Panel believes there are no significant differences

between the two methodologies.

Ifcommon costs are the only significant difference between the two methodologies. thea. the

prices proposed by each patty in this proceeding should be relatively close. That was Dot the lease.

I

For example, there was over a 100% difference in the proposed prices for unbundled loops. Even
..

more~ were the basic port prices. Ameritech's proposed price was almost 20 times the price
. ,

proposed by AT&T. The Panel does not believe the smaU changes reflected. in the FCC's TEi.Iuc

methodQlogy from the traditional TSLRIC methodology justUy such a vast: cost differ:.mce.
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Diff'cn:nces oftbis magDitude are due in laxge part to AJ:neritech prices. Ameritech's loop price for

Zone A alone (the lowest me ofthe three proposed 'zones) exceeds the FCC proxy ceiling for an

Michigan loops: It is the opinion ofthe Pand that Ameritech's prices for intercoDDectiO~unbundled

n~ork elements and conocation are unreasonably 'high when cOUIpared to other TSLRlC

information Presalted before this Commission in other proceedings.

The Panel is also concerned that the new TELRIC studies were developed and filed by

Aroeritech only two and one-baJfweeks after the FCC's Order was issued in CC Docket 96-98. The
I

ability to incorporate anew costing methodology specified in a 100 page Order in so briefa period

oftime appears highly questionable to the Panel. Ameritech replies that it anticipated the TEUUC

methodology adopted by the FCC Order and was able to tile cost information based au the TELRlC

methodology in order to support its positio~ in this arbitration proceeding by August 26. 1996.

Ameritech stated mat it had met with the FCC staffm April 1996 prior to the issuance ofthe FCC

Onier so asto ensure that its approach would comport with the FCC's requirements. . Since the FCC

only issued its Nonce for coumaeucs in this docket in April 1996, it is difficult to believe it had already

eStablished all facets ofits new coS( methodology at that time.

Ameritech's new ULRIC studies were initiated in June of 1996 and completed on JIJ1y 3:0.

1996. (Joint Application ofTCG Detroit and AT&T filed on August 23. 1996, p_ 3). Ameritebb.

further modified its TELRIC studies after the August 8. 1996 release ofthe FCC Order. TheSe

modifications were filed with the Commission as a supplemental statement in this subject proceeding

on August 27. 1996 and resulted in Ameritech adjusting its proposed rates for local tnwspott and

termination. In evidence presented before the Pan~Ameritech indicat.ed its new studies employ~
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the same fundamental methodology as it had in earlier TSLRlC studies but modified

assumptions in three primary areas: depreciation lives. cost ofcapital and network utilization or fill

factors. (Palmer's Testimony. p. 8). In additio~AJ:neritecll. hired an outside consultant for the Sole

purpose ofanalyzing and attributing joint and common costs.

The Panel nOtes that this Commission rejected Ameritech's cost stUdies for some

interconnection services in its Septembel" l~ 1996 Order in Case Nos. U-I0860. U-11155. and

U-I 1156. Wlule these proceedings were held pursuant to the MTA. the CommiSlilou found flaws in

the cost stUdies ill areas where Ameritec:h indicates changes have been made in. the new studies

submitted in this proceeding (e.g. cost ofmoney. depreciation and fin factors). The Panel similarly

questions these cost assumptions incorporated. in Ameritech's new studies filed in this case. FU"st. the

FCC Order specifically states that the incumbeut LEe bears the bwden of demoasuating with

specificity that the business risks they face in pl"ovidiag tmbuudled Derwork elements would justify

a different risk-adjusted cost ofcapital or depreciation rate (, 702). That support is lacking. SeCond.

the mere mention ofusing reasonably ac:curate fill factors by the FCC is no justification for ADleritech

adjusting its network uttTrzation factors. Prior to the issuance ofthe FCC Order on August 8. ·1996.

Ameritech was required to utiIRe fill metolS in TSUUC studies that reflected efliciem use· ofit5

network. as well. The Panel finds DO evidence to support an imutediate change in fill factors. FmaRy.

Ameritech's analysis ofjoint and comznon costs was a very large and comprehensive undert3kmg.

This stu~Ywas Ameritech's initial underiaking ofidentifYing joint and common costs. A coluplete

review ofthis cost study which identities significant newjoint and common costs was IlOt p~ssible

given the Specified timeframes ofthe arbitration proceeding. With regard ro this analysis. the Panel
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makes the foBowing observations. Fast. the allocation method. used to distribute these costS was

based on extended TELlUC costs which are based- On the revised cost assumptions found to be,

inappropriate by the Panel Second, determination of the costs and the allocation method is

dependent on forecasted units.. The forecast ofunbuDcDed netWork. elements needs to be closelY

scrutiDized beyond the presentation before the Panel.

It is the view ofthe Panel that Ameritech may have greatly exaggerated the etrects ofth~ .

FCC's new cost methodology. By mocfiiYing three cost: as9JTOPtions ad identifying newjoint and

common co~ Ameritech's TELRIC prices exceed earlier studies utilizing the same fundamental
. '

methodology by a ratio ofat least 2 to I for many services. The Panel does not believe that is an
appropriate result ofthe FCes new TELRIC methodology_

AT&T's cost estimates for the Ameritech services it proposes to purcl1ase are based oit

Ameritech's TSLRIC unbundled cost study results (developed prior to the issuance of the FCC's

Order) provided informally during interconnectioo negotiations or 011 information presented before

this Commission. As indicated above. AT&Ta~Ameritecb's TSLRIC studies to remove certa.m
,

costs and to restore the cost assumptions previously used in earlier TSLRIC studies. In detcrmiDing
I

it5 proposed prices. AT&T attempted to modifY the TSLRIC studies to conform to the FCC~s

TELRIC requirements. AT&T simplyperfurmed "some algebra" on Am.eritech's studies and applied

a factor (Tr. 119)_ The cost information presented by AT&.1' consisted only offinal Cost results. It

did not include any cost study workpapers or other undc:rlying detail. The Panel thetefOre conet.

that AT&.1"s cost studies are less than precise estimations ofTELRIC. The Panel would point out,
. -

however. that while AT&T's prices were calculated in essence by adjusting Ameritech TSLRIC
- . .. '
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infonnation. the results are consistent with TSUUC infortJ:?ltion presented before this Commission

by Ameritech over the last two years.-

Based 00. the observations discussed abov~ the Panel n;ieCtS the cost studies proposed by
.

both AT&T and Ameritech as they-relate to TELRIC. The Panel does Dot believe that either PaxtYs

studies are a true reflection ofTELRIC as presented. It is the view ofthe Panel that the supponmg

cost stUdies 8IId the cost methodology adopted by the FCC are highly COll1plex. requiring a thorough

review beyond the shott timeframe inherent in this arbitration proceeding. Despite the very limited

timeframc. however. the Panel was able to identifY several deficiencies in the TELRIC stUdies

submitted by both AT&.T and Ameritech. The FCC also established default proxies to beu~d

unnl complete ana1ysisand funnal cost srndies couId be adopted (1! 619 ofthe Order). These proxies

have now been stayed by the Eighth Circuit ofthe U.S. CaUl"[ ofAppeals. The Panel notes. however.

that Ameritecb's proposed. prices exc~ these proxies malmost every instance. -
i

Fwther. the Panel notes that while AT&1'5 cost studies have been rejected on the basis ofa

TELRIC methodology, the srudies are more cousistent with the TSLRIC methodology delineated by

the Commission in Case No. U-I0620. This TSLRIC standard is in compliance with the MTA and

is consistent with the Act. As noted pmvious!y. updated Ameritccb. TSLRIC stttdieS are noW peactiDg

before the Commission for some intercoDD.eCtion services.

- - I

The Commission's arbituwon. procedures delineated in Case No. U-11134 state the Panel will

select either the proposal ofparty A or B. except when the "results would be clearly unreasouable or

conuary to the public interest." Therefore. in most cases the Panel has adopted one party's prOposal

despite either noted deficiencies. inability to completely l'aI'iew an ioformatiou in the timdimlcs
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available., or the fact that more recent inforwatiOD may be pending befure the Commission for some

oCtbe services. The Panel, therefore. adopts these prices as interim prices.. While some deficiencies
, .

have been noted in AT&.1's co&t studies, the Pan~ however, has determined that AT&.Ts prices are

appropriate fOr many services. WhcI1and ifTSLRIC sn1diespemtingin Case ~os. U-11155, U-11156
- .

and in Ameritech Advice 2438B are approved, the Panel believes these prices should immediately

replace those set forth. herein for the specified services. In some instances, the Panel has decided to
adopt other interim prices for reasoDS discussed in regard to that specific item.

The Panel notes that the FCC indicated that it would be issuing further orders outlining an

appropriate costing roerh.odology and proxies in the first quarter of 1997 (TU 790, 835 and 1055 of

the FCC Order). Given the stay ofthe FCC Order and the appeals that will be considered early Dext

year, the FCC mayor may Dot carry out the cost proceeding it origiDaIly contemplated. However.

refinements Will in ,aU likelihood oectn'. In addition. UDder the MTA a party may propose~t

prices for intetconnection services in 1991 when a ':just and reasonable" pricing standard replaces tb:e

TSLRlC standard now in effect.. In particular. further review ofthe common cost issue may be

appropriate at that time. Federal or state action may result in fiuther proceedings next year where

new prices may be proposed for iDterconnection services. It should be noted that OIl August 26,

1996. AT&T filed a joint application with TCG Detroit requesting this Commission to sever the

ILEe's COSt stUdies from the arbiuation cases and to initiate a separate proceeding. It is the Panefs

proposal that ifa separate proceediog on these matters is initiated by this Commissioll. next year. th:a.t

proceedings should include a notice of opportunity to conunent by .aD. affected parties and that

proceeding result in the creation ofa written factual record that is sufficient for pmposes ofreview.
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This standard is conraioed in the FCC mles stayed.by the Eghth Circuit ofthe U.S~ Court ofAppeals

(47 C.F.R. Sl.505(eX2». Should new prices t'eSU1t from such a proceeding. amendm.eDts to this

Agreement are appropriate_

ISSUE 2

What discount from retail prices should be set for the services AT&T purchases! from

Ameritech for resale?

DECISION:

It is the decision ofthe Panel to u.tilize a 25% discount on Ameritech's retail priceS to be

- -
purcl1ased by AT&T. This discount should be applied tmiformly to all Ameritech services. AT&.rs

proposed Schedule to. I should be adopted.

difference between the requirements offedenl and state laws on the subject ofresale. Speci:tically,

under § 252(dX3) ofthe Act the fonowing is required in regard to wholesale prices.

"(3) WHOlESALE PRICES FOR TELECOMMUNICAnONS SERVICES. - For"
thepurposesofsection 251(cX4), a Statecoiilwission shall determine wholesale rates
on the basis ofretail rates charged to subscribers for the telecommunications service .
requested, exc1udiug the portion thereof attnoutable to any marketing. biI1iD.g,
collectio~ and other costs that will be avoided by the local exchange carrier."

Section 357(4) of the MTA [MeL 484.2357(4)] specified the following in regard to wholesale
pricin~ .

-(4) No later than January 17 19967 each provider oflocal exchange service shall file
tariftS with the C6D'11uission which set forth the wholesale rates.t~ and couditions
for basic local exc:bange services. The wholesale rates shall be set at levels no greater
than the pmvidets cu.nc:nt fetail rates less the providers avoided. costs.- .
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The FCC's pricing methodology, as well as the proxies it adopted in the area ofwholesale

pricing. are iDcJu.ded in the stay ordered by the Eighth Circuit of the U.S. CoUrt ofApp~

However, the state and federal laws specifying the concept ofavoided costs and the specific costs

which must be reviewed in that~.remain in effect. Duce again the PanelWiIl discuss its

determinations regarding AT&T's and Amerit~'scompliance With the FCC's resale regulations.

Ahhough tbese rules bave been stayed. it is on thisbasisthatAT&.Ts and Ameritech's proposals were

developed in tlUsproceeding. It is the Paners beliefthat much. ifnot all, ofthe FCC's methodology

is appropriate UDder- both state and federal law. Therefore. the Panel has concluded that AT&Ys

proposal with certain modfficatioDs should be adopted in this case.

In estab6shing its proxy range which bas now been stayed by the Eighth Circuit, the FCC usM

the Mel model with modifications descn'bed in its OrdeL The model specified accounts contammg

coStS which would be avoided when services are sold at a wholesale leveL These coStS coasidered

avoidable must be retlected and used to reduce retail prices in order to comply with the Act. With

modifications and based on 1995 data for the RBOCs and~ the MCI model produced discoUnt

results ranging from 18.SOOIo to 25_98%. The 25,98% figure is applicable to Ameritech (~930 ofthe

FCC Order).
I

AT&T proposes that wholesale prices be calwIated by acfjUSting r.ates for avoided costs based

upon its Avoided Retail Cost Model The AT&T cost model results in a required discount for local

service equal to 40_1 % but instead AT&T proposes a baseline discount of25% plus an additio~al

volume discount depending on the number ofmes purchased. AT&Ts Tecommended 25% baseline

discount is based purely on the subjective judgment ofits witnes~ Mr. Henson. rather than on the
. . .
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methodology put forth ill its avoided cost model Tn the Pmefs opinion, AT&T seems to be

indicating that the results of its avoided coSt model are somewhat excessive for purposes of this

proceeding. Therefo~. AT&T advocates a position that appears to be a more reasonable estU:Date.

Taking into account its proposed volume discotDlts, AT&:Ts proposed discount is probably still in
,

the neighborhood of300/0-40% overall. It should be noted that the FCC found the AT&T Avoided

CoSt Model unsuitable forpwposes ofestab1ishing a. range for wholesale discount tates (, 924 ofthe

FCC Order).

Ameritech's proposal. on average. produces wholesale rates approximately 13% below the

. applicable retail rate although different discounts are proposed for diflere:nt services. Ameritech's
. ,

study was based on TSLRIC information or a "bottoms/up" approach as opposed to AT&T's

"top/down" approach where retail rates are reduced by avoided costs. The FCC's review ofcost

models was based on embedded costs, the "top/down" approach utilizing publicly available

accounting information. The Panel notes discrepancies exist between the AT&T and Amelitech

avoided cost studies.. Some afthe n:asous for the difference are as follows. Fast. Ameritech believes

_costs in accoWlts 6621 (call complericm services) md 6622 (number services) are the same in a retail

and wholesale environment (Palmer's testimony, p_ 26) whereas AT&T believes these costs are

avoidable. Secon~ Ameritech insists it stiII incurs significant costs for reseIlers in the areas of

product management(6611~sales (6612). advertising (6613). and customer Service (6623) Whereas

AT&T believes these costs are also avoidable. Third. Ameritech believes uncollectibles are reduced

. in the wholesale environmeut. H~. AT&T is ofthe opinion that these c:ostswiD. no longer exist.

Fourth. AT&T estimares that appropriately 20% ofTesrlng Expense and Plmt Mmmimatioo·

Page 25
U-llISI &. U-lllS2

I



01/27/97 09:35 '0'313 962 4559

v

FISCHER FRANKLI~ ~ 0301 U41

Expenses are avoided. On the otherhan~ Ameritcch totally.disagrees with this position. Fmally,

. both parties,address indirect expenses~ arepresnmed to be avoided in proportion to ~e avoided

direCt expcuses ideuti6ed by each party.

Based aD the above observations, the Panel fiDds the stUdY resnlts ofboth parties to be at the .

extreme ends of the spectnmL The approaches Wceu by each pany are significantly differait.

AT&.T's avoided cost model appears to be a rigid analysis. where entire accounts are presumed

avoidable with no allowance for possible netting ofnew costs that might occur in the whoIes3le

setting. A.meritech, on the other hilJl~ continues to insist that portions ofcertain acCOunts are still

incurred in the wholesale environment and devotes significant resources to ident:ifYing new costs

associated with the wholesale enWonmeJit rather than identifYing avoided costs whiCh should be the

main focus ·ofany avoided cost study. The Panel believes the most reliable discount probably lies

somewhere between Ameritech's 13% ~d AT&T's 40.1% based on its Avoided ·Cost Model

Therefore. consistent with the arbitration procedures adopted by this ColDlJrissiou in Case N'o.

U-l 1134. the Panel selectS the wholesale discount rate of25% as proposed by AT&T. The Panel

rejects AT&.Ts use ofvolume discounts as inappropriate when IlSed to further adjust the wholesale

discOlDlt rate. Volume discounts bave DO basis or relatioIlSbip to possible avoided costs. It is the

Panel's belieftbat Ameritech did not go far enough in the identification ofavoided cost&. Therefore.

the Panel finds that AT&Ts proposed discount of25% should be adopted.

The Panel finds that a 25% discount rate should be applied unifurmly to all Ameritech services

required to be sold on a wholesale basis by the Act and/or the MTA This discount is supported by

the Fees fiIlding when applying the modified Mel model to Ameritech's expense levels. Consistent
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with other pricing matt~ the Panel recommends that the 25% discoWlt should be applied on an

interim basis to be replaced byprices set in fiuther proceedingsnext year, under either federal or State

law.

ISSUE 3

Whed1enhe contract should impose murual and xa:iprocal obligations upon both parties'with. ,

respect to IlWtetS other than rec:iprocal coatpensation ammgements for transpon and termination?
f

Whether AT&T must. offer" reciprocal coBoeatiOl1 amngemenrs when collocation has been requested

from Ameritech?

DECISION;
,

The contract shall not con~ language which imposes mutual and reciprocal obligations on
,

both AT&T and Ameritech with respect to inte1"COmlectio~access to right.at:way or matters;other

than reciprocal compensation for transport and termination.. AT&T's proposed contract language at

§ 3.2.3 should be adopted. Ameritecb~s proposed footnote 3 in § 10.2 should Dot be incorporated

in the lnterconnection Agreement.

REASONS FOR DECISrQN:

In the Act of 1996, the obligations ofincumbent local exchange carrierS in § 251(c) exceed

those placed on other local exchange caniers in § 251(a) and (b). These additional obligatio~may

not be imposed upoo non-incumbent providers (Footnote 57 and 1 1247 ofthe FCC's Order; 47

C.F.R... § S1.223 ofthe FCC's Rules).

Specifically, ~ LEes are bouud by the generalinterconnectioo obligations of47 C~F.R.

§ 5 L 100.along with resale, number portability. access to rights-o~wayand reciprocal compensation
,
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obligations delineated-m 47 C.F.R. §§ 51.201, 51.203, S1.21~ and 51-221 ofthe FCC's Rules.

AT&T is bound by. and aCknowledges reciprocal comp~on obligations of§ 251(bX5) ofthe Act.

The interconnection obligations of AT&T, however, are Iiuiited in natUre and specifically do not

include the collocation pmvisiouiDg norpricing obligations of47 C.F.R. § 51.323. The Panehejects

AJDeritech's attempt to expand AT&T's interl;omlectio obligations to include conocation obligations

in AT&Ts centtal offices even where AT&.T has requested interconnection through conocation in
,

Ameritech's central offices. Tr. 160. In the opinion ofthe Panel, any applicable nondiscrimination

requirements may prohibit AT&T from charging differeut prices for the same setVice to different

aJStomers. Tr. 289. It does usn require that the rates charged by AT&T be the same as Ameritech'S.

The collocation obligations of§ 251(cX6) ofthe Act are simply not applicable to AT&T.

The resale obligations ofAT&T also differ from Aroeritech's and are discussed ill 11 916 ofthe

FCC Order aDd 47 C.ER. § 51.603 of its Rules. The wholesale pricing obligations of47 C.F.R.

§§ 51.605, 5 1.607. 51.609 and 51.6 II are imposed oaly on incumbent LECs. Likewise the resale

restrictions of47 C.F.R.. § 5 L6 13 are not applicable to AT&T. Although the Cowt has stayed the

application ofresale rules to n..ECs, in no case would these obligations apply to a non-incumbent

LEC such as AT&T. Resale obligations ofincumbent and lIoll-incumbent LECs are simply not the

same under the Act.

In regard to issues related to right-of-way. the Panel notes that obligations in this regard are

created pursuant to § 251(b) of the Act. However. the FCC noted in its Order that this did not

resron: to an incumbent LEe access rightS which are expressly withheld under § 224 oftbe Act. The

FCC. therefore, concludes that "no incumbent LEe may seek access to· the- facilities or rights-of-way
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.....' ...1._..1_ either § 224 or § 251(b)(4)- oithe: Act (, lZH ofthe FCC's Order).
ofa LEe or any~.1 UI&\&Q' ,

Th the PanelbcIiewsthat obligations regarding rights-o~way are simply not applicable to At&:T
~ . .

as they are to Ameritecb.. Therefore any proposal to impose reciprocal obligations in this regard

should be rejected.

(ssm 4

Whether Ameritech should be required to carry AT&Ts transit traffic?

DECISION:

The Panel concludes that the CODtraCt should include a provision requiring AmeriteCh to

interconnect at its tandem switch fOT calls originated by AT&T and handed off to AmeriteCh ,for

, transit through Ameritech's netwOrk before being tetmfuated on the network of another 'local

exchange provider. AT&:Ts C01Unlet lauguageregmdingtnmsiting included in §§ A.3.3, 7.3.1, 1.3.3,

7.3.4, 13.7.2 and 13.7.3 should be adopted.

REASONS FOR DECISION:

The tenD "transit naffic" refers to caDmgbetW~ AT&T and a third patty LEe that would

be delivered by A.meritech over locaJrmtralATA tronks. AT&T lias requested an UTaDgemeut with

Ameritech to cany this ttansit traffic so that ubiquitous delivery ofAT&T traffic to customers served

by all local carriers can be assured. No new competitor will be able to enter the market with

intercounec:ting facilities in place that would link it with every incumbent LEe or other competitive

LEe. ~eAmeritech has agreed to provide this function. it maintains that it is not required to do

so by the Act. The Panel disagrees with Ameritech's position.
. ,-

~ is required to provide access to a number ofUDb~dlednetWork elemcats including
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the tandem switch elemeut.. This element is defined by the FCC to include "the &ciJiries counecting

the tnmk distribution frames to the~ and -all tlle·fimetions ofthe switch itseI£: mcluding those

facilities that establish a temporary transmission path between two other switches" (, 426 ofrhe

Fees Onier). Nothing in the definidon limits this fimction to the trmmDssiou path betWeen switc1les

owned by AmeritecIL The FCC concluded that the definition ofa network element is not dep~t

upon the particular types ofservices that can be offered with that element (" 251 and 264). This

supports the position that the function ofthe tandem switch must be offered to AT&T~ thus allowing

AT&T to provide whatever services it chooses. As was the case when. the FCC reached ~.

conclusions in the area ofconocation, it is in the public mterest and consistent with the policy go:iIs

of§ 251 ofthe Act to require incumbent LEes to permit two or more providers to interconnect their

networks at the mcwnben~spremises (, 594 ofthe fees Onler). _

. r

Ameritecb. 5Uppotts its position by refen::ace to" 176 ofthe Fees Order which concludes that
. .

the tenn interconnection "refers only to the physical linking oftwo netWorks for the mutUal exchange

oftraffic.II Ameritech places emphasis on the word~o" in this statement. A closer reading ofthis
• I

statement in context, however. reveals that the emphasis of this patt of the FCC's Order is to

distinguish between the physicalliDking ofnetworks cmd the trmspOIt and termination oftraffic ~ not

to limit intercozmecUons to two networks alone. Section I02{k) ofthe MTA [MeL 484.2102(k)]

in fact defines the interconnection which Ameritech is required to provide to "permit the coxwectiOn

betWeen the switched networks of2 or more providers.n NoT' is it proper for Ameritech to conclude

that because other providers have agreed to Ameritech's telnporcuy, Don-obligatory provisioning of

transiting .service that this somehow allows for the conclusion that the service is not required to be
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provided UDder the terms ofthe Act. In the agreements to which Ameritech teters, the traDSiring

provision was not contested.. This is the first opportUnity the Commission will have to reach a

decision on the obligatory nature oftbis service. In faa, Ameritech bistoricaIly has connected carriers

to each other in the iDterexch:mge~ by coonecting caDs from an IXC to a non-Ameriteghi end

office through. an Ameritech-owned access tandeDl- Nothing in the Act relieves Amerirech of-that

-same duty in the local service market. The Panel concludes that transjring must be provided under

the termS ofrhe AI;t and the MTA This conclusion is also suppOl'tedby the filet that the provisiOning

of this service will advance competition. AT&T. however. Is required to pay either directiy or

-indirectly any charges assessed. by the third PartY LEe for delivery ofthis traffic~

ISSUES

What interconnection points and methods shaD be used for intereoDDecbOO?

DECISION: -

I

AT&.T may interconnect for the transmission md routing of telephonc exchangc traffi~

exchange access traffic. or both. at any technically feasible point within Ameritech's uetWorL The

Panel rejectsAT&Ts proposed contract language on this issue at §§ 3.2.2 andA.3.3.

R-EASONS fOR DECISION:

As discussedab~ AT&.Ts interconneCtion obligations uu.der the Act are not the same as

Ameritech's. However, AT&Ts proposed contract language is nevertheless defici~t. AT8l.T must

satis~ lmtb. obligations for interconnection delineated in 47 C.ER. § 51.305. That is. points of

interconnection must be both teclmicaJly feasJ.ole and used for exchange or exchange access~.

80th conditions are not delineated itt AT&.Ts proposed contract language. Therefore, the Panel
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concludes that AT&rs contract langaage should be rejected.

ISSUE 6

Whether AT&T may place hubbing equipment in collocated space ill an Ameritech ceutral

office?

DECISION;

The Panel concludes that the Comract shaH permit AT&T to locate hubbing equipment in its

coUocation space in Ameritech's cemraI office. AT&Ts couttaet language regarding hubbihg

contained in §§ A.3.3 and 12.5 and Schedule 12.15 should be adopted.

REASONS FOR DECiSION:

Ameritech believes it is not permissible to utilize conocation space for the placemeut 'of

hubbing equipment. Hubbing equipment is utilized for thepwpose ofperforming regeneration ~u

fiber optic strands utilized by AT&T in its SONET ring architecture. Jndividual SONET fiber optic

cable contains up to nioety-six (96) strands offiber. which require regeneration ofthe light beams at

distinct points on the network- IfAT&T is only allowed to bring into au individual end office thoSe

fiber strands "necessaty" to carry tra1fic or network. elements from that central office onto AT&.T

facilities. then the other fiber strands will have to be trenched from the UlgI-ess side ofthe office to

the egress side afthe office. In addiriou, this would requile AT&T to lease space elsewhere to install

duplicative signal regeneration equipment as part orits trmsmission oftraffic.

In its August 8. 1996 Order. the FCC declined to decide this issue because it lacked an

adequate record on the matter ('If 581)_ However, it declined to require incumbent LECs-to allow

conocati9n of any equipment without restriction-. Specifica.ny it deClined to "impose a genecil
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requirement that switching equipment be collocated since it does not appear that it is used for the

aauaI interconuectiou"or access to unbundled netWOrk elements.n Further it recognized I'that zmdem

technology has tended to blur the lines between switching equipment"and multiplexing equiPment.,
I

which we pennit to be collocated" (1[ 581). In. support ofits positi~Ameritech has categOrized

hubbing equipment as switcbing equipment (Ameritech PDAP, p. 10).

The Panel finds that a review ofAmeritech's ton access tariflS does not support the conclusion

that hubbmg equipment is switching equipment (see Ameritech TariffF.C.C. No. i, 5th Revised Page

65
7

3rd Revised Page 68.2 and 7th Revised Page 236). Instead a hub is described to be a wire center

where "bridgin~ multiplexmg or cross--<:onDection functions are ped'onned. U As required: in 47

C.F.R. 51.323, collocation is required ofany type ofequipment YSd, as opposed to ne.cess3O' or
l

ingispensable as Ameritech contends at p. 69 ofits PDAP, for interconnection or access to"unbaindled

I

network elements. As concluded by the FCC with regard to § 251(cX6),the used or useful

interpretation ofthe term "necessary'"

or. • • is most likely to promote fiUr competition consistent with the PUIposes ofthe
Act. _ . . We can easily imagine circumstances, fot instance, in which a1temathfe
equipment would perform the same fimction, but with less efficiency or at greater
cose. A strict reading of the term 'necessary' in these circumstances could allow
LEes to avoid conocating the equipment of the intercooneceors' choosing, thus
undermining the procompetitive pwposes of the 1996 Act" (~ 579 of the FCC's
Order).

Therefore. the Panel concludes thathubbing equipment located in AT&.1"s coUoeated space meets

the "necessary" standard ofthe Act and the Fees rules and should be permitted.

fSSVE 7

Should standards ofperformance be specified DOW or be deferted to an Implementation Plan?
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ShOuld matters ofnon-compliance with standards ofperformance be refened to aspecified dispute

resolutioD procedure orto regulatory commissions and/or courts? Should credit allowances related

to DOO-eompliance with standards ofperfoanance be greater than or at parity with Ameritech tariff

provisions?

DECISION:

Standards of performance for unbundled access, conocation and right.g{.way shonld be

deferred to an Implementation Plan. AT&T's proposed contracdanguage in §§ 9.10.2, 12.18.1

12. i8.4 and 16.25.1-16.25.4 and the IOajorityofAT&T'sproposedlangoage on SChedule 9.10 sho~

be adopted. The last AT&T proposed sentence on Schedule 9.10 would adopt measurements

exceeding levels of Ameritech'5 own service. Therefore, this sentence should be delete~

Non-compliance with standards ofperformance should be referred to the dispute resolution process

in § 28.3 ofthe ~ODtraet. AT&Ts proposed contract langUage in §§ 3.8.5, 9.10.5. 10.9.5. 12.18;5

and 16.25.5 should be adopted- Credit allowances should be at parity with Ameritech tariff

provisions. Ameritech's proposed contract language ill §§ 3.8.6, 9.10.6, 10.9.6 should be adopted

and should be incorporated in §§ 12.18 and 1625 ofthe Agreement. Ameritech's proposed Schedule
I

J0.9.6 should also be adopted. AT&T's proposed contraet language in §§ 12.18.6.6 and 16.25.7

should be adopted.

REASONS FOR DE,{;ISION:

Ameritech aud AT&.Twere able to reach agreemem upon standards ofpetfOrmancewhich

will be utilized and measured in regard to network intereonnection md resale components ofth~

proposed contn1a. Much progress is apparent in regard to the specification ofpexformancc mdards
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in the area ofUDbundled network components as well. It is ~ortant that standafds ofpcrformance

should be established in the lna ofunbundled netWOrk cOlDpollents and that performance standards

be developed for collocarion and right-of=.way access as well Such action is in compliance with the
I

FCC's determination that there isa need to develop standards ofperfurmance to ensure~ the

pr0v9OD ofinterconnection ofeJf'JIIeDts is available on a nondisail)lwatory basis (FCC Order, 'If 311).

The Panel finds that standards ofperformance should be developed within the parameters of

the Implementation Plan as proposedby AT&T. Further. the Panel finds that should disputes~iD

unresolved concerning standards ofperformance. the ahemative diSpute resolution process should

be invoked to determine an appropriate outcome. This process should also be utilized to determine

appropriate remedies and/orpenaJties should non.:.compIiance with the perfoIU13llce standards dccur.

FmaJIy. the Panel agrees with Amelitech that service credits should be limited to tariffprovisions in

accord with the Panel's determinatio~ on indemnification aDd limitation of liability subsequendy

discussed.

ISSUE 8

Should late payment charges be assessed for delays in the reporting ofaccess usage data?

What time limits should be imposed on the reportiilg oferrors in access usage data?

DECISION;

Late payment charges should Dot be assessed.. Ameritecb.'s proposed language at §§ 6.2.S.

6.2.6 and 27.6 of the contract should ~e r~ected. However, Ameritech's proposed language

regarding reporting oferrors ina~ usage data at § 6.3.1 ofthe COI1traet should be adopt~
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REASONS FOR ~ECIS'QN:

Ameritcch has proposed that latepa:ymcnt charges be assessed either JJy itselfor byAT&T

ifthere is a delay in the reporting ofaccess detail usage- Ameritech~s only support for this position

was that such charges are "standard in meet point billing arrangements in the :iDdustry" (p.-: 3,

October~ 1996 Ameritech Mcmorandam accompanying the Submis.\ion W"nh Re$ard to Resolved

Issues). In review of ~languageon mcc:t point biDing ammgementS in Ameritech's access tarif(

the Paud found no refetence to the late payment charges. In: addition, a revie9o' ofthe most teeeI1tly

tiled meet point anangemeots between inormbem LECs does not include late payment charges. The

Panel therefore rejectS Ameritech's proposal since it is Dot supponed by the record.

Both Ameritech. and AT&T have proposed time limits during which the reporting ofCII'Ors

in access usage data must occur. Ameritech~s proposed time limit of30 days has not been utilized

in other negotiated agreetDellts presented to this Commission for approval nor to the Panel's

knowledge, is such a timeframe included in existing access tariffs.. AT&T's proposed time~ on

the other hand, would apparently impose a time limit included in other agreements to which

Ameritech is not a party. No support for either of these positions was presented in the record.

Therefore, given the two alternatives, the Panel finds that Ameritech's proposal should be adopted.

ISSUE 9

Whether AT&T should have unbundled access to AIN (Advanced Intelligent NetWork)

triggers? Whether a joint AT&TIAmeritech study team should investigate the technical aspects of

this issue?
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DECISION:

The Panel finds that tmbundIed access to AIN trigger should not be required at this time. A

joint study team shall not be appointed to investigate this issue..

REASONS FOR DECISION;

The Panel finds that Ameritech's proposal is CODsiste:nt with the FCC's regulations. In the

section ofits Order concemmg signaling Jinks and databases, the FCC declined to find direct: access

to AIN triggers teebnicalIy feasible (,502 ofthe FCC Order). Under Ameritech's proposal, ifAT&T

purchases the local switcbiog element, AT&.T will be able to use Ameritech's AIN triggers in the same

manner, via the same signaliug~ as AmeritechitseJ£ However. AT&T would not be pen:Ditted

to further unblUldle the switch to intetCOlUlect its own. AlN to Ameritech.·s AIN triggers.

The Panel is persuaded by Ameritech's testimony that direct. umnediated access to' AIN

triggers is not reclmicaUy feasible at this time.. As pointed out by Amcritech's witness; Mr. HeinmilJer- .

(p. 25 ofTestimoay), AIN Was not designed to accommodate multiple service~p~ovider netWork

interconnection. Mediation is necessaIY to ensure network integrny and reliability when a third party

is given access to AlN triggers and this is cmrently being sr:udied by various indusny fora.

AT&.T admits that technical issues remain concemio.g this issue. According to Ameritech

teStimony, AT&T personnel participated in a $t(l(J.y group which concluded that additional work was

required to resolve issues relating to umltiple third party access to AIN triggers. Therefore, the panel

finds Ameritech's argumeut convincing that grmting AT&T direct, 'mmedial:ed access to Ameritech's

AIN triggers would pose serious threats to Ameritech's ll~Ork integrity and reliability. In light of

ongoing.investigations by iudustry fora and th_e FCC's intention to further address this issue eaiiy in

Page'S7 .
U-1l151 & U-ll i52

i-



01/27/97 09:50 U313 962 4559

u

FISCHER FRANKLI~

v

~UUVU4;';

1997 elf S02 ofthe FCC Order)., no otherjoint smdytean1 need b~ appointed to investigate tJ:Us issue.

ISSUE to

Should Ameritech offer the Unbundled Element Platform without Opetator Services as a

standard offering to AT&T?

DEC1S'ON~

The Panel finds that the cOmbination caned "Unbundled Element Platform without Operator

Services,· should be required as a standard offering in the parties' intercoDDccUon agreement

Therefore. AT&:.T'sproposed contract language at § 9-3.4 and in Schedule 9.3.4 should be adoptecl

REAsoNS FOR DECISION:

Ameritecb offers two reasons for disputing this offering. Flt'St, Ameritech has yet to

determine how it will price the selective routing entailed by this combination. Secondly, .Ameritech

contemplates AT&T would provide selective routing for caDs to an Operator ServicelDirectory

Assistance andAmeritech does not lmowifthis istcdmicaDy feasible. and ifit is, whether AT&T will

pay the cost ofproviding it..

The Pand tails to see the logic ofAmeritech's willingness to offer Operator·Services as an

unbundled element while refusing to ecIract this unbundled elemeut from a proposed combiDation ~f

unbundled elements. The FCC required incumbent LEes to combine requested elements in any

technically feasible manner (FCC Order. "293-295). A.Iz=ritech indicates it is wiDing to offer this

combination except that costs cannot be ascertained in advance. Ameritech has not demonstrated to
,

-this Panel that this otTering is technicany infeasible. Ameritech's lack ofknowledge ofhow to price

this offering is no reason to deny this combination to AT&.T.
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ISSUE 11

What is the appropriate language to be included in. schedules on uubmulled access and

coUocation not speCifj~nyaddressed elsewhere in this Decision oftbe Axbitration Panel?
- .

DECISION:

Disputed language on the Schedules attached to Article IX. UnbuncD.ed ACcess. and Article

XII.. Collocation should be determined as specified as in the Reasons for Decision. section for this

issue or as agreed to by AD::teriteclt and AT&T.

REASONS FOR DECISION.:

A number of disputes remain regarding alternative language to be included. in Schedules

attached to Articles IX and xn ofthe Contract. Many ofthesc disputeS are quite teclwical in nature;

others are of seemingly little importance. In most ca.ses. no or tittle specific suppon and no' oeal

di5cussion occurred relative to these matters. The Pme1 proposes that the foUowing principles be

applied in determining which language to adopt. Schedule language must comply with decisions

reached elsewheTe in this document. Interoffice transmission facilities must join wire centers or

switches; Arneritech is not required to provide interconnection between AT&.T customers and

Ameritcch switches (47 C.F.R.. 51.3 t9(dXI». Where proposals arc teclmicaD.y feasible and pro~ded

in the manner requested. to other customers or to Amerltech affiliates. such intercounectioas~ be

included in the Schedules. Howevcr~ AT&.T may not obtain iDtereoDIlectiOll$ free ofcharge Uwess

the connections at issue are provided in this manner to other Ameritech customeIS. Language Which

is already stated elsewhae in the f;OUtraet or which is already a matter oflaw need not be inc1u:ded
. , .

specifically in the Schedules. When disputes exist regarding time&ames necessary to accomplish a
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task. the shorter timcframe shaD. be adopted. Some ofthe disputes shaD. be resolved as specified

below_ Any ofthe. disputes may be resolved as'agreed to by the parties. .

The PaDet does specifically find that Schedule language should be adopted as follows:

Schedule 9.2.4

Schedule 9.2.5

Schedu1e 9.2.6

Schedule 9.5

Schedule 12. 12

ISSUE 12

Adopt AT&T's proposed language at" 1.4.

Delete last AT&T proposed sentence at 1 3.1.1.

Adopt language consisteot with specific rulings 011 .§ 10.13 of the
Coutract as discussed below.

Adopt AT&.Ts proposed language at ,. A. 1.2 and A.1.3.

Adopt AT&.rs proposed language at 1 A 1.3 1.6.

Rrject AT&Ts proposed language at ~A 1.13 1.9 and A 1.14 1.10.

Adopt AT&.rs proposed language at 'II 2.2.5.

Reject Amcritech's proposed language at '4.1.4.

Reject AT&T's proposed. language at TJ 4.1.5 and 4.1.7.

Adopt AT&T's proposed language at ,. 4.2.4.

Reject AT&T's proposed language at ,. 6.1.1.

Adopt A:meritech's proposed language at 'I 3.3.

Reject AT&.Ts proposed l2nguage at TIl3.4-3.10.

What advance written notification of Operations Support Systems changes should be
required'?
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